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False Choice Between SCRs and Reliability

Dear Commissioners:

On Monday, we heard APS offer an explanation that SCRs were necessary for APS to assure reliability. In other words,
APS had no choice but to SCRs because without them reliability would have suffered. Sierra Club has already provided
a strong evidence for the imprudence of SCR investment and cautioned the Commission against falling prey to the "used
and useful" fallacy. I will share data for actual peak load vs. total resources available at peak each year from 2010-2020
sourced from APS's own reporting to investors?

You may recall my observation based on an analysis of actual peak load vs. total resources available from Pinnacle West
Statistical Reports that APS was maintained 52% higher reserve, i.e., 22.8% reserve margin vs. the required 15% reserve
margin over 20102020 - amounting to an average of more than 550 MW excess capacity over and above the 15%
reserve margin." Here is the underlying data:
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The Reserve Margin is defined as the actual peak load divided by total resources available at peak (generating capacity
+ PPA) and 'Excess Over 15% Reserve Margin' (in red) is simply the portion that exceeds the required 15% margin that
is a necessary cushion for reliability.

You will notice that:

1) Notwithstanding APS's repeated chants of growth, the peak load has been relatively flat throughout, except for
some minor blips above and below the average of 7,154 MW from 2010-2020.

2) APS had so much reserve capacity throughout that reliability had never been a real concern at any time. Yes, even
in the brutal summer of 2020, APS not only had the 15% reserve margin covered, but also had 285 MW over and
above the 15% reserve margin. Every year except one in 2017, APS far exceeded the 15% reserve margin.

3) Of particular concern is the period from 2014-2016 when APS was justifying its purchase of Units 4 and 5, claiming
3.25% compound annual growth rate, and negotiating a settlement with the EPA over unlawful modifications to
4CPP, the 'Excess Over 15% Reserve Margin' was consistently more than 1,000 MW. In each of those years. APS
had a 15%+ cushion on top of the 15% cushion. In 2014, APS had 1,200 MW excess capacity over and above the
15% reserve margin.

4) From 2010-2020, the 'Excess Over 15% Reserve Margin adds up to 6,130 MW. That is an enormously excessive
reserve, which was entirely unnecessary because it exceeded the 15% reserve margin by 52%, i.e., 22.8% reserve
margin vs. the required 15% reserve margin over 20102020.

This recklessly excessive capital accumulation' - aided by APS's purchase of Units 4 and 5 and imprudent doubling
down on SCRs - shows that the false choice APS has presented between SCR investment and reliability has possibly
cost ratepayers billions with no reliability benefits because it was over the 15% reserve margin.

1 Pinnacle West Annual Statistical Reports at: http://www.pinnaclewest.com/investors/reports/annuaIstatisticalreport/default.aspx
2 "UPDATED: Recommendations for and Additions to the Proposed Amendments P.2 at: httos://docket.images.azcc.gov/E000016000.pdf#paee=2
a The Averch-Johnson effect is the tendency of regulated companies to engage in excessive amounts of capital accumulation in order to expand
the volume of their profits. (https://en.wikipedia.org/wiki/Averch%E2%80%93Johr\sor\ effect)

ACC Docket Control - Received 10/5/2021 8:38 AM
ACC - Docket Control - Docketed 10/5/2021 8:57 A.M


